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Credit Rating Agencies in Islamic Jurisprudence

Dr. Hajed Abdulhadi Alotaibi”

Abstract: Credit rating agencies emerged to reduce financial risks and severe
financial crises through helping the financial markets to make appropriate investment
and financing decisions. Consequently, this study aims to identify the concept of credit
rating agencies, their importance and the Islamic juristic factors that affect them.

The study additionally discusses the types of credit rating, the tools used by those
agencies in the credit rating, the symbols that indicates the credit rating scores, the
criteria which must be adopted by credit rating agencies, the degree and the impact of
these standards in the jurisprudence as well as indication of degrees used by
international credit rating agencies to indicate credit quality and the impact of these
degrees on the rating. Despite the great services that the credit rating agencies have
provided, the agencies were among the main reasons that led to the global financial
crisis in 2008. This is when agencies gave high credit ratings to US mortgage
securities, afterwards, the financial crisis occurred. Finally, this paper examined some
Islamic juristic issues which can affect credit rating agencies such as: fixed debt,
mortgage and the interests and indicate their impact on credit rating agencies.

Keywords: Credit Rating Agencies, Fixed Debt, Mortgage, Interest.
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(1) Assistant Professor at Department of Contemporary Islamic studies, Majmaah University..
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(1) Bhatia V, “Sovereign Credit Ratings Methodology: An Evaluation,” IMF Working
Paper., (2002) 02/170.

(2) Standard & Poor's, "Sovereign Credit Ratings: A Primer", The McGraw-Hill
Companies, NY, 2006, P.1.

(3) World Economic Forum. "The Financial Development Report 2008" World Economic
Forum". Geneva (2008). P:08.

(4) Joyce Michel Mounayar, "Country Risk: The Major Determinations of Credit Risk
Ratings". American University of Beirut, Beirut, 2006, P. 14.
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